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FY 2009 Budget 
Executive Summary 

 
 
The proposed FY 2009 Budget has been reduced by $500 million compared to the FY 
2008 Budget signed into law last June.  Actual reductions, however, total $2.7 billion in 
order to offset mandatory cost pressures that would have otherwise brought spending to 
$35.7 billion in the next fiscal year. With all cuts and restraints combined, FY 2009 
appropriations total $32.97 billion, compared to $33.47 billion in the FY 2008 
Appropriations Act.  
 
The FY 2009 Budget represents a turning point in the fiscal management of the State. 
New Jersey has historically taken a short term view to balancing the budget.  With 
reliance on short term fixes, non-recurring revenues, one-time actions and reductions to 
support higher spending, budgets to date have simply failed the most fundamental test of 
matching recurring expenses with recurring revenues. As we approach FY 2009 and 
beyond, the choices we face today have been set in large part by the decisions of 
yesterday. This budget begins the process of unwinding the ties that bind New Jersey’s 
ability to fund its priorities and prevent our citizenry from controlling their own fiscal 
destiny.  However, simply cutting expenditures is not sufficient. 
 
Changing course will be neither easy nor painless. This budget resets our spending to 
more closely match our revenues and thus requires many unpleasant choices about which 
activities, services and benefits are most critical.  
 
The choices are unavoidable, because the revenues to sustain current levels of 
appropriations are simply unavailable. Below are some of the significant aspects of the 
FY 2009 Budget: 
 

• Reduces the size and the cost of government by over $350 million; 
• Provides $16.7 billion in property tax relief, an increase over the current year, 

including $11.5 billion in support for preschool-12 education and funding for the 
new school formula; 

• Reduces the reliance on non-recurring resources from $1.8 billion to less than 
$600 million; 

• Protects programs that provide public safety and those programs that service and 
protect the needs of the most vulnerable; 

• Incorporates fair and common sense apportionment of reductions. 
Finally, the budget DOES NOT RELY ON ANY NEW OR INCREASED TAXES.   
 
As with the current year, nearly three-quarters of the budget will continue to support 
State aid and grants, which reach millions of New Jerseyans through hundreds of valued 
programs, ranging from property tax rebates for working families to prescription 
assistance to our senior citizens.  Hundreds of millions of dollars in budget reductions are 
recommended, but great care has been taken to blunt the impact on this majority portion 
of State spending. 



 

 
Defining the Problem and How it  was Solved 
 
When the FY 2009 Budget planning process began in earnest last fall, baked in spending 
pressures grew the budget from the $33.47 billion in the current FY 2008 Budget to an 
estimated $35.7 billion.  This growth was based on contractual, mandatory and statutory 
increases including over $500 million in additional costs for the new school funding 
formula.   
 
As the process moved forward, it became clear that the growth in revenues fell far short 
of matching the pace of spending growth.  Revenues were projected to total less than 
$32.5 billion. 
 
The difference between the projected revenues of $32.5 billion and the projected 
spending level of $35.7 billion represented the $3.2 billion structural shortfall.  In 
keeping with the principle to not close this shortfall through new or increased taxes, we 
approached budget balancing through spending constraints, reductions and other actions. 
 
We closed the $3.2 billion structural gap with $2.7 billion in actions that impact spending 
and using a $500 million portion of the $834 million of excess surplus that is projected by 
the end of the current year. 
 
Nearly $1.7 billion, or over 61%, of the spending actions are actual reductions to the base 
budget.  The other $1 billion represents reductions or limitations of growth and other 
actions to offset spending. 
 
Reducing the Size and Cost of Government 
 
The budget will reduce the size and cost of State government by over $350 million and 
the number of employees by a minimum of 3,000 through a combination of an Early 
Retirement Incentive Program (ERI), attrition and targeted layoffs.  The operating 
budgets of the executive departments have been decreased directly by $193 million.  For 
the first time in the last 35 years EVERY executive branch department will have its 
operating budget reduced.  In addition, departments will have to realize the impact of 
savings of $136 million from the Early Retirement Program and $25 million through 
procurement efficiencies.  
 
The budget calls for the elimination of three Cabinet level agencies – the Departments of 
Agriculture and Personnel and the Commerce Commission. The essential functions of 
these agencies will be consolidated into other executive branch departments or agencies.  
These savings result from the elimination of administrative functions, including three 
cabinet level positions, and efficiencies gained through consolidation. 
 
The budget for the executive branch includes $209 million in employee related savings 
through an ERI, targeted layoffs and the elimination of funding for positions that have 



 

been vacant due to the hiring freeze that has already reduced the payroll by nearly 2,000 
employees since Governor Corzine took office. 
 
The Judiciary and the Legislature also will face reductions of $27 million and $1 million, 
respectively.  
 
In contrast to previous early retirement programs, this initiative will provide strict 
controls on the back filling of employees so as to not erase ERI cost saving benefits to the 
State. 
 
The combination of initiatives to reduce the number of State employees is anticipated to 
induce departments and agencies to further streamline and prioritize their functions and 
programs. 
  
Increasing Property Tax Relief and Support for Education and the New 
School Funding Formula 
 
Despite the need to reduce spending by $2.7 billion, total recurring property tax relief 
will increase by $73 million from the amount spent in the current year.  This budget will 
provide nearly $16.7 billion in total property tax relief which still represents more than 
50% of the budget. 
 
The core components of the property tax relief include: 
 

• $11.5 billion in support of preschool-12 education;  
• $2.5 billion in direct relief to taxpayers; 
• $1.8 billion in aid to municipalities; and  
• $800 million in other local aid 

 
The $11.5 billion in support of preschool-12 education is $600 million above the FY 
2008 appropriation, and represents over one-third of the total budget.  Of this increase, 
approximately $530 million is in the form of additional direct aid to school districts under 
the new school funding formula, which increases relief to all school districts, including 
boosts of 10% to 20% to a majority of the districts. 
 
Despite fiscal pressures, this budget allocates $2.5 billion for direct property tax relief. 
This funding ensures that 1.6 million homeowners will continue to receive average 
rebates of approximately $1,000. 
 
In all, 90% of homeowners will continue to receive rebates while 1.2 million 
homeowners, or 70%, will receive the same rebate amount that they received last year. 
The preservation of these benefits is achieved, and more than $300 million in savings are 
realized, by reducing income eligibility limits – from $250,000 to $150,000 – and 
lowering the level of rebates for those between $100,000 and $150,000 from 15% of 
property taxes paid to 10%.  
 



 

The increase in rebates provided to renters in the current budget will be rolled back to the 
previous level with the exception of the inflationary increase that was provided in FY 
2008.  A portion of the savings from this change will be redirected to vouchers for rental 
assistance. 
 
This budget will also provide $169 million in funding for the Senior Tax Freeze program, 
an increase of $16 million, or more than 10%.  The program will provide 158,000 
residents with checks averaging $1,069, which is $125 more than FY 2008 average 
checks.  The Governor is also proposing that the income limit for the program be 
increased to $75,000 and that these 150,000 to 200,000 newly eligible homeowners 
would receive a reimbursement of two thirds of their property tax increase. 
 
The budget will also include a reduction in the level of aid to municipalities.  The budget 
will provide over $1.8 billion in aid to municipalities, a decrease of approximately $190 
million, which represents less than 10% of the amount provided in the current year. 
 
A portion of the reduction in municipal aid will be targeted to those municipalities with 
populations of less than 10,000.  This group of towns will be given priority standing in 
the awarding of the $32 million in grants from a state fund that encourages consolidation 
and shared services.  
 
Reducing Reliance on Non-Recurring Resources 
 
Continuing the trend of the first two Corzine Administration budgets, the use of non-
recurring resources, excluding prior year surplus, has been decreased from $220 million 
to $69 million. This represents a 96% reduction from the $2.7 billion average during the 
FY 2003 to FY 2006 period. 
 
This budget will, however, still require the use of $500 million of the $834 million excess 
surplus that is anticipated to be available at the end of the current year.  In comparison, 
the FY 2008 Budget relied on nearly $1.6 billion of excess surplus to support spending.  
 
The unused portion of the excess surplus will be deposited into a special reserve fund to 
support long term liabilities such as pensions, including the cost of the proposed Early 
Retirement Program and post retirement medical benefits, as well as funding necessary 
capital investment. 
 
 
Fair and Common Sense Apportionment of Reductions 
 
As was noted in the section on how the budget was balanced, nearly $1.7 billion of the 
$2.7 billion in spending actions represent actual reductions in base spending levels.  The 
reduction in the size and cost of government discussed in the previous section is $350 
million of the $1.7 billion.  The remainder of the actual reductions in spending 
necessarily impact the nearly 75% of the budget that is distributed in the form of State aid 
and grants. 



 

 
The budget attempts to spread the impact of these reductions as evenly as possible so that 
no one area or group of citizens is disproportionately affected. 
 
 

Higher Education  
 
The budget will provide overall support for higher education of $2.098 billion, which 
represents an overall reduction of $76 million from the $2.174 billion spent in the current 
year. 
 
State support for the senior public colleges and universities will total $1.437 billion, a 
decrease of $63 million from the current level of $1.499 billion. Direct operating support 
for the state’s public colleges and universities will decrease from $901 million to $805 
million.  This reduction will be offset by the State providing over $38 million to fund 
negotiated salary increases. 
 
The State support for the county colleges will total $222 million, a decrease of $11 
million from the current level of $233 million. Direct operating aid will be decreased by 
10%, from $163 million to $147 million, while State support for debt service on capital 
projects will increase from $35 million to $40 million. 
 
The State support for the private colleges and universities will also be reduced by 10% 
from $20 million to $18 million. 
 
The budget will provide $323 million in funding for various tuition assistance programs, 
a net increase of $14 million.  The Tuition Aid Grant (TAG) program will receive $245 
million in funding, a net increase of $15 million.  The program, however, will be adjusted 
to limit the TAG awards to incoming freshmen at the State’s private colleges and 
universities to the level of TAG awards at Rutgers.  In addition, the Outstanding Scholars 
program will continue to be phased out and income limits will be placed on the NJ 
STARS program.  
 

Hospitals 
 

The budget will provide $902 million in State and federal support for hospitals’ Charity 
Care, Hospital Relief payments, Graduate Medical Education (GME), cancer grants and 
other programs.  This is a reduction of $143.5 million from the current $1.045 billion 
level. 
 
The budget will provide $608 million for the Charity Care program, a reduction of $108 
million from the current level of $716 million.  The formula to distribute these funds will 
be adjusted to maintain necessary support for essential hospitals and updated based on 
current service data.  A portion of the $608 million will not be distributed but instead will 
be held in a newly created Hospital Stabilization Fund to assist hospitals facing specific 
financial needs during the fiscal year. 



 

 
In addition, the budget will reduce Hospital Relief Offset Payments from $203 million to 
$183 million and the Graduate Medical Education program will be reduced from $60 
million to $50 million.  A new $15 million appropriation will be included to support 
hospitals that plan to close facilities through the use of the Hospital Asset Transformation 
Program. 
 
Finally, grants for cancer facilities and research will be reduced from $66.5 million to 
$46 million.  A portion of the money will be allocated to the nationally designated Cancer 
Institute of New Jersey in New Brunswick as well as appropriations to support debt 
service at specific facilities.  The final portion will be available for grants to other cancer 
centers for research funding and will be distributed based on the determination of the 
Commissioner of Health and Senior Services. 
 

Other Areas 
 
On a much smaller scale the budget impacts other programs that the State supports such 
as arts, history and tourism funding and many other important programs.  The budget   
impact on these programs is presented in a more detailed section of the Budget in Brief. 
 
In spite of the fact that the budget decreases overall, there are some important increases in 
the budget not previously mentioned.  These represent important commitments and 
include $60.9 million for community placement costs for the Divisions of Developmental 
Disabilities and Mental Health Services, a $60 million increase in support for NJ Transit, 
and $41 million to annualize the Cost-of-Living increase for Community Providers.   
There is also $15 million to enhance the State Rental Assistance Program.  
 
Conclusion 
 
The $32.969 billion budget proposed by the Governor delivers on the first component of 
the four point program outlined in the State of the State address.  In fact, it exceeds the 
goal of freezing spending by actually reducing spending by over $500 million. 
 
This budget also takes a step toward achieving the second component of the Governor’s 
plan by significantly reducing the use of non-recurring revenues and moving the budget 
toward a balance between spending and recurring revenues.  Legislation will be needed to 
require the Executive and Legislative branches of government to limit growth in future 
spending to certifiable revenues. 
 
The third component of the Governor’s plan will require that the voters be allowed to 
amend the New Jersey Constitution to limit future state borrowing. 
 
Finally, there must be a continued discussion to develop realistic alternatives to pay down 
the State’s debt and fund vital capital investments. 
 



 

The ability to pay down the State’s debt and reduce the annual debt service is an 
important component to limiting future spending increases while at the same time 
maintaining programs and services.  Preliminary estimates reflect that even after the 
precedent-setting actions taken in this budget to cut spending and reduce the reliance on 
non-recurring actions, the State is still likely to face a structural deficit of approximately 
$1.7 billion in FY 2010, even without meeting an actuarially required contribution to the 
State’s pension fund.  State revenue increases simply cannot keep pace with increases in 
mandatory spending. The reduction in half of the State’s debt would result in a debt 
service savings of at least $1 billion, which would be just over one-half of the projected 
deficit for FY 2010.  The reduction in debt service is an action that has no impact on any 
State service or program.  Absent a reduction in an area such as debt service, the State 
will continually need to reduce base spending to offset mandatory and contractual 
increases. 
 
 
 




